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BY FACSXMILE TRANSMISSION 

7h.an.kyou for your transaction proposal.and covering letter. I have the 
following comments: 

I h.ad thought that the subordinated notes would be issued by CanWest. 
As heavily subordjnated as they are to the debt on the assets that you 
propose to acquire, there is rcal doubt about whether thei.rtruc value will 
be equal td their face value. In order to ensure that this i s  the case, the last 
j tern of the schedule C will have to be strengthened considerably, 
oth&,sc this offer will.not be competitive. If it was a matter of doing an 
MBO off our public company, we could do it ourselves. You have given 
assurances of the mafketability and commercial value of this 
subordinateddebt but this will need somework. 

The cashpotion of the consi.deration, which had been over $100 million, 
appears to have vanished yi.thouttrace or: comment. We would like it to 
be rei.nstated. You appear to be seeking an absolute excl.usivityof 
discussion after: this week. You will appreciate that ourunderstanding 
was that we c0uJ.d not banish the other offeroxs until we were sure of an 
agreement with you. You have my assuran.ceof your priority position. bu.t 
until all acceptab1.cagreementsarc concluded, we will con.ductparallel 
rather than sequentialncgotiatjon.~. This isn.oreason not to rn.obilise the 
personnel resources a.ecessaryto take this deal to conclusionby July 21. 
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Tllere is the suggestion.of a possible indefinite delay due to the CRTC 
and of some degree of conditionality beyond July 21 related to your bank 
financing. W e resolved these matters in Brussels and I assumeour 
agreement in those respects continues. Some rewording wiU,thus be 
necessary. 

The price in respect of Canada.com and.related assets was double their 
cost to us and a $20 .million cap is not.acceptable th.oughI don't tbjnk it 
wiJ.1bc too greatjy exceeded. 

be fo~fowingpoints are new and arc not on thhr face ncceptabIe at least 
as composed inyourdacummt: 

-	 The 206h annual reduction in papent  forvoluntary or invotuntary 
cessstiai of the managm.ent agreement. 

-	 T h e  five year alternation in the chairmanship of the National Post 
and the election.of an independent chairman after five years. 

- T l l e  indemnity of four years on any capital gains assessment to you 
on a tesa1.e of an acquired asset. At the least th.e period of 
indemnity should be rhe same as the drag-up period accorded to us 
in th.e resale of such.assets. 

. 	 The scope of the due diligence you propose. We cannot allow you 
fuJ.1.and complete access to the persormel of the busin.essesyou are 
proposing to purchase. . 

-	 . We cannot permit you to "cherry-pick" our managers and leave us 
employment obligations to employees you do not wish. to take 

but who, if l e ~wjth us, would have nothing left to manage. 

-	 We can use our best .effwts to facilitate retention agreements for 
Key Employees but tkat cannot be a condition of the proposed 
m.sactim. 

Tb.e fol.Iowingare among those poinb which will rcquire c1arifi.cation 

- The board of directors of the National Post cannot determine 
editorial policy. The editor and the publisher will., subject to 
general direction. Individual rights of publication of signed artic1.e~ 
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andthe avoidamx of m t o ~ l ybmfd comnttats & the 
 
corporatein- arc ecgrtable ss fonnulatodby pu. 
 

-	 TIIC phibitiononany tmns&r ofpasondel 6rom the gold as-
back to ow companywill r e q k  eame flexibility, 

-	 The cost ofmtcgnthg t kNa.tiol3iilPost @lltD CttIlWe~t 
~ t i o x m l l ywill haw tobe equitably divided 

-	 me consolidation ofCanWest f~~ fbr valuation pqoses 
v&ere minority in- m i s t  cannot be itxtplemezlcedh a manner 
inconsistentwithother vduatim.mctlzods in thisagreement. 

-	 Thc %mag&, WeI6ta1,doesn't mclituIou.ly ntpcrvirccditdal . 
cantentsprior to publication but assert$ its autbmity more generally 
andwit1 continue to doso. 

-	 Tbt cost ofcapitalprovision inScb.eduleG,Resale Provisions, wiJ1 
y u i m  expl,atmicm. We have agreed that if unit9 ah d d  within 
two y c m  rt more that 10xEBITDA, Holli~gcrand CanWestwill 
split t&e net gain evenly. This meritsh.ouldnotbemodified-

I assume ell these@arid any other that may arise canbe resolvedbut 
th.ywifl sub- discussi.m- As it isnow corngosod,the 
musactianp m p d  is appazxmtly at mdd-ble variance with what we 

andW U K ~  not be accepted X mgcYOU to i e it at your~ ~ 

oPnty conueni~ceas the'delugeofcompetingproposde is already 
audiLb2n. You remainour p r e f d  option atad we expect toclose with 
y m  if &ex 0ridet:staodings caabe resolved Perhaps we could 8pea.k 
Xata Poday. 
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With best wieheu, 

Y o m  sincerely* 

R e c e i v e d  T i m e  J u n . 1 5 .  I : O I P M  

FOIA CONFIDENTIAL TREATMENT 
 
REQUESTED BY HOLLINGER H L R S E C O O ~ ~ ~  
  
INTERNATIONAL INC. 
 




